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accordance with the Commission’s pro-
cedures and requirements set forth in 
CS Docket No. 95–174. 

[58 FR 29753, May 21, 1993, as amended at 58 
FR 46735, Sept. 2, 1993; 59 FR 17957, 17973, 
17989, Apr. 15, 1994; 59 FR 53115, Oct. 21, 1994; 
59 FR 62623, Dec. 6, 1994; 60 FR 4865, Jan. 25, 
1995; 60 FR 10514, Feb. 27, 1995; 60 FR 35864, 
July 12, 1995; 60 FR 52113, Oct. 5, 1995; 60 FR 
54817, Oct. 26, 1995; 61 FR 9367, Mar. 8, 1996; 61 
FR 45359, Aug. 29, 1996; 62 FR 6495, Feb. 12, 
1997; 62 FR 15121, 15127, Mar. 31, 1997; 62 FR 
53576, Oct. 15, 1997; 64 FR 67197, Dec. 1, 1999; 
66 FR 16554, Mar. 26, 2001]

EFFECTIVE DATE NOTES: 1. At 60 FR 62633, 
Dec. 6, 1994, in § 76.922, paragraph (e) was re-
vised. Paragraphs (e)(1) and (e)(2) contain in-
formation collection and recordkeeping re-
quirements and will not become effective 
until approval has been given by the Office of 
Management and Budget. 

2. At 60 FR 52113, Oct. 5, 1995, in § 76.922, 
paragraphs (e) through (k) were redesignated 
as (g) through (m); (c), (d), and new (g) 
through new (m) were revised; a new (e) and 
a new (f) were added. This amendment con-
tains information collection and record-
keeping requirements and will not become 
effective until 30 days after approval has 
been given by the Office of Management and 
Budget. 

3. At 61 FR 9367, Mar. 8, 1996, in § 76.922, 
paragraphs (i)(6)(i) and (i)(7) were revised; 
(i)(6)(ii) through (vii) were redesignated as 
(i)(6)(iii) through (viii); a new (i)(6)(ii) was 
added. This amendment contains informa-
tion collection and recordkeeping require-
ments and will not become effective until ap-
proval has been given by the Office of Man-
agement and Budget. 

4. At 62 FR 6495, Feb. 12, 1997, in § 76.922, 
paragraph (f)(4) was revised. This amend-
ment contains information collection and 
recordkeeping requirements and will not be-
come effective until approval has been given 
by the Office of Management and Budget.

§ 76.923 Rates for equipment and in-
stallation used to receive the basic 
service tier. 

(a) Scope. (1) The equipment regu-
lated under this section consists of all 
equipment in a subscriber’s home, pro-
vided and maintained by the operator, 
that is used to receive the basic service 
tier, regardless of whether such equip-
ment is additionally used to receive 
other tiers of regulated programming 
service and/or unregulated service. 
Such equipment shall include, but is 
not limited to: 

(i) Converter boxes; 
(ii) Remote control units; and 

(iii) Inside wiring. 
(2) Subscriber charges for such equip-

ment shall not exceed charges based on 
actual costs in accordance with the re-
quirements set forth in this section. 

Subscriber charges for such equip-
ment shall not exceed charges based on 
actual costs in accordance with the re-
quirements set forth below. 

(b) Unbundling. A cable operator shall 
establish rates for remote control 
units, converter boxes, other customer 
equipment, installation, and additional 
connections separate from rates for 
basic tier service. In addition, the rates 
for such equipment and installations 
shall be unbundled one from the other. 

(c) Equipment basket. A cable operator 
shall establish an Equipment Basket, 
which shall include all costs associated 
with providing customer equipment 
and installation under this section. 
Equipment Basket costs shall be lim-
ited to the direct and indirect material 
and labor costs of providing, leasing, 
installing, repairing, and servicing cus-
tomer equipment, as determined in ac-
cordance with the cost accounting and 
cost allocation requirements of § 76.924, 
except that operators do not have to 
aggregate costs in a manner consistent 
with the accounting practices of the 
operator on April 3, 1993. The Equip-
ment Basket shall not include general 
administrative overhead including 
marketing expenses. The Equipment 
Basket shall include a reasonable prof-
it. 

(1) Customer equipment. Costs of cus-
tomer equipment included in the 
Equipment Basket may be aggregated, 
on a franchise, system, regional, or 
company level, into broad categories. 
Except to the extent indicated in para-
graph (c)(2) of this section, such cat-
egorization may be made, provided 
that each category includes only equip-
ment of the same type, regardless of 
the levels of functionality of the equip-
ment within each such broad category. 
When submitting its equipment costs 
based on average charges, the cable op-
erator must provide a general descrip-
tion of the averaging methodology em-
ployed and a justification that its aver-
aging methodology produces reason-
able equipment rates. Equipment rates 
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should be set at the same organiza-
tional level at which an operator ag-
gregates its costs. 

(2) Basic service tier only equipment. 
Costs of customer equipment used by 
basic-only subscribers may not be ag-
gregated with the costs of equipment 
used by non-basic-only subscribers. 
Costs of customer equipment used by 
basic-only subscribers may, however, 
be aggregated, consistent with an oper-
ator’s aggregation under paragraph 
(c)(1) of this section, on a franchise, 
system, regional, or company level. 
The prohibition against aggregation 
applies to subscribers, not to a par-
ticular type of equipment. Alter-
natively, operators may base its basic-
only subscriber cost aggregation on the 
assumption that all basic-only sub-
scribers use equipment that is the low-
est level and least expensive model of 
equipment offered by the operator, 
even if some basic-only subscribers ac-
tually have higher level, more expen-
sive equipment. 

(3) Installation costs. Installation 
costs, consistent with an operator’s ag-
gregation under paragraph (c)(1) of this 
section, may be aggregated, on a fran-
chise, system, regional, or company 
level. When submitting its installation 
costs based on average charges, the 
cable operator must provide a general 
description of the averaging method-
ology employed and a justification that 
its averaging methodology produces 
reasonable equipment rates. Installa-
tion rates should be set at the same or-
ganizational level at which an operator 
aggregates its costs. 

(d) Hourly service charge. A cable op-
erator shall establish charges for 
equipment and installation using the 
Hourly Service Charge (HSC) method-
ology. The HSC shall equal the opera-
tor’s annual Equipment Basket costs, 
excluding the purchase cost of cus-
tomer equipment, divided by the total 
person hours involved in installing, re-
pairing, and servicing customer equip-
ment during the same period. The HSC 
is calculated according to the following 
formula:

HSC =
EB- CE

H

Where, EB=annual Equipment Basket 
Cost; CE=annual purchase cost of all 
customer equipment; and H=person 
hours involved in installing and re-
pairing equipment per year. The pur-
chase cost of customer equipment 
shall include the cable operator’s in-
voice price plus all other costs in-
curred with respect to the equipment 
until the time it is provided to the 
customer. 
(e) Installation charges. Installation 

charges shall be either: 
(1) The HSC multiplied by the actual 

time spent on each individual installa-
tion; or 

(2) The HSC multiplied by the aver-
age time spent on a specific type of in-
stallation. 

(f) Remote charges. Monthly charges 
for rental of a remote control unit 
shall consist of the average annual unit 
purchase cost of remotes leased, in-
cluding acquisition price and inci-
dental costs such as sales tax, financ-
ing and storage up to the time it is pro-
vided to the customer, added to the 
product of the HSC times the average 
number of hours annually repairing or 
servicing a remote, divided by 12 to de-
termine the monthly lease rate for a 
remote according to the following for-
mula:

Monthly Charge =
UCE + (HSC × HR)

12
Where, HR = average hours repair per year; 

and UCE = average annual unit cost of re-
mote.

(g) Other equipment charges. The 
monthly charge for rental of converter 
boxes and other customer equipment 
shall be calculated in the same manner 
as for remote control units. Separate 
charges may be established for each 
category of other customer equipment. 

(h) Additional connection charges. The 
costs of installation and monthly use 
of additional connections shall be re-
covered as charges associated with the 
installation and equipment cost cat-
egories, and at rate levels determined 
by the actual cost methodology pre-
sented in the foregoing paragraphs (e), 
(f), and (g) of this section. An operator 
may recover additional programming 
costs and the costs of signal boosters 
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on the customers premises, if any, as-
sociated with the additional connec-
tion as a separate monthly unbundled 
charge for additional connections. 

(i) Charges for equipment sold. A cable 
operator may sell customer premises 
equipment to a subscriber. The equip-
ment price shall recover the operator’s 
cost of the equipment, including costs 
associated with storing and preparing 
the equipment for sale up to the time 
it is sold to the customer, plus a rea-
sonable profit. An operator may sell 
service contracts for the maintenance 
and repair of equipment sold to sub-
scribers. The charge for a service con-
tract shall be the HSC times the esti-
mated average number of hours for 
maintenance and repair over the life of 
the equipment. 

(j) Promotions. A cable operator may 
offer equipment or installation at 
charges below those determined under 
paragraphs (e) through (g) of this sec-
tion, as long as those offerings are rea-
sonable in scope in relation to the op-
erator’s overall offerings in the Equip-
ment Basket and not unreasonably dis-
criminatory. Operators may not re-
cover the cost of a promotional offer-
ing by increasing charges for other 
Equipment Basket elements, or by in-
creasing programming service rates 
above the maximum monthly charge 
per subscriber prescribed by these 
rules. As part of a general cost-of-serv-
ice showing, an operator may include 
the cost of promotions in its general 
system overhead costs. 

(k) Franchise fees. Equipment charges 
may include a properly allocated por-
tion of franchise fees. 

(l) Company-wide averaging of equip-
ment costs. For the purpose of devel-
oping unbundled equipment charges as 
required by paragraph (b) of this sec-
tion, a cable operator may average the 
equipment costs of its small systems at 
any level, or several levels, within its 
operations. This company-wide aver-
aging applies only to an operator’s 
small systems as defined in § 76.901(c); 
is permitted only for equipment 
charges, not installation charges; and 
may be established only for similar 
types of equipment. When submitting 
its equipment costs based on average 
charges to the local franchising au-
thority or the Commission, an operator 

that elects company-wide averaging of 
equipment costs must provide a gen-
eral description of the averaging meth-
odology employed and a justification 
that its averaging methodology pro-
duces reasonable equipment rates. The 
local authority or the Commission may 
require the operator to set equipment 
rates based on the operator’s level of 
averaging in effect on April 3, 1993, as 
required by § 76.924(d). 

(m) Cable operators shall set charges 
for equipment and installations to re-
cover Equipment Basket costs. Such 
charges shall be set, consistent with 
the level at which Equipment Basket 
costs are aggregated as provided in 
§ 76.923(c). Cable operators shall main-
tain adequate documentation to dem-
onstrate that charges for the sale and 
lease of equipment and for installa-
tions have been developed in accord-
ance with the rules set forth in this 
section. 

(n) Timing of Filings. An operator 
shall file FCC Form 1205 in order to es-
tablish its maximum permitted rates 
at the following times: 

(1) When the operator sets its initial 
rates under either the benchmark sys-
tem or through a cost-of-service show-
ing; 

(2) Within 60 days of the end of its fis-
cal year, for an operator that adjusts 
its rates under the system described in 
Section 76.922(d) that allows it to file 
up to quarterly; 

(3) On the same date it files its FCC 
Form 1240, for an operator that adjusts 
its rates under the annual rate adjust-
ment system described in Section 
76.922(e). If an operator elects not to 
file an FCC Form 1240 for a particular 
year, the operator must file a Form 
1205 on the anniversary date of its last 
Form 1205 filing; and 

(4) When seeking to adjust its rates 
to reflect the offering of new types of 
customer equipment other than in con-
junction with an annual filing of Form 
1205, 60 days before it seeks to adjust 
its rates to reflect the offering of new 
types of customer equipment. 

(o) Introduction of new equipment. In 
setting the permitted charge for a new 
type of equipment at a time other than 
at its annual filing, an operator shall 
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only complete Schedule C and the rel-
evant step of the Worksheet for Calcu-
lating Permitted Equipment and In-
stallation Charges of a Form 1205. The 
operator shall rely on entries from its 
most recently filed FCC Form 1205 for 
information not specifically related to 
the new equipment, including but not 
limited to the Hourly Service Charge. 
In calculating the annual maintenance 
and service hours for the new equip-
ment, the operator should base its 
entry on the average annual expected 
time required to maintain the unit, 
i.e., expected service hours required 
over the life of the equipment unit 
being introduced divided by the equip-
ment unit’s expected life. 

[58 FR 29753, May 21, 1993, as amended at 59 
FR 17960, 17973, Apr. 15, 1994; 60 FR 52118, Oct. 
5, 1995; 61 FR 32709, June 25, 1996]

EFFECTIVE DATE NOTE: At 60 FR 52118, Oct. 
5, 1995, in § 76.923, paragraphs (n) and (o) were 
added. This amendment contains informa-
tion collection and recordkeeping require-
ments and will not become effective until 30 
days after approval has been given by the Of-
fice of Management and Budget.

§ 76.924 Allocation to service cost cat-
egories. 

(a) Applicability. The requirements of 
this section are applicable to cable op-
erators for which the basic service tier 
is regulated by local franchising au-
thorities or the Commission, or, with 
respect to a cable programming serv-
ices tier, for which a complaint has 
been filed with the Commission. The 
requirements of this section are appli-
cable for purposes of rate adjustments 
on account of external costs and for 
cost-of-service showings. 

(b) Accounting requirements. Cable op-
erators electing cost-of-service regula-
tion or seeking rate adjustments due to 
changes in external costs shall main-
tain their accounts: 

(1) in accordance with generally ac-
cepted accounting principles; and 

(2) in a manner that will enable iden-
tification of appropriate investments, 
revenues, and expenses. 

(c) Accounts level. Except to the ex-
tent indicated below, cable operators 
electing cost of service regulation or 
seeking adjustments due to changes in 
external costs shall identify invest-
ments, expenses and revenues at the 

franchise, system, regional, and/or 
company level(s) in a manner con-
sistent with the accounting practices 
of the operator on April 3, 1993. How-
ever, in all events, cable operators 
shall identify at the franchise level 
their costs of franchise requirements, 
franchise fees, local taxes and local 
programming. 

(d) Summary accounts. (1) Cable opera-
tors filing for cost-of-service regula-
tion, other than small systems owned 
by small cable companies, shall report 
all investments, expenses, and revenue 
and income adjustments accounted for 
at the franchise, system, regional and/
or company level(s) to the summary 
accounts listed below.

RATEBASE 

Net Working Capital 
Headend 
Trunk and Distribution Facilities 
Drops 
Customer Premises Equipment 
Construction/Maintenance Facilities and 

Equipment 
Programming Production Facilities and 

Equipment 
Business Offices Facilities and Equipment 
Other Tangible Assets 
Accumulated Depreciation 
Plant Under Construction 
Organization and Franchise Costs 
Subscriber Lists 
Capitalized Start-up Losses 
Goodwill 
Other Intangibles 
Accumulated Amortization 
Deferred Taxes 

OPERATING EXPENSES 

Cable Plant Employee Payroll 
Cable Plant Power Expense 
Pole Rental, Duct, Other Rental for Cable 

Plant 
Cable Plant Depreciation Expense 
Cable Plant Expenses—Other 
Plant Support Employee Payroll Expense 
Plant Support Depreciation Expense 
Plant Support Expense—Other 
Programming Activities Employee Payroll 
Programming Acquisition Expense 
Programming Activities Depreciation Ex-

pense 
Programming Expense—Other 
Customer Services Expense 
Advertising Activities Expense 
Management Fees 
General and Administrative Expenses 
Selling General and Administrative Depre-

ciation Expenses 
Selling General and Administrative Ex-

penses—Other 
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